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SUBJECT: CAPACITY AGREEMENT 

1. PAN AMERICAN WORLD AIRWAYS AND VARIG HAVE SIGNED AN AGREEMENT 
LIMITING THE CAPACITY ON THE NEW YORK RIO/SAO PAULO RUN. 

THE BASIC FEATURES OF THE AGREEMENT ARE TO CUT SEVERAL FLIGHTS 
PER WEEK FROM EACH AIRLINE'S SCHEDULE AND TO PROVIDE FOR VARIATIONS 
ACCORDING TO SEASONAL DEMAND. THE AGREEMENT ALLOWS 
PANAM 6 FLIGHTS PER WEEK (FOUR 707 AND TWO 747), AND VARIG 7 
FLIGHTS (2 ON ONE DAY TO MAINTAIN A BLANK DAY ON EACH AIRLINE'S 
SCHEDULE). VARIG IS PERMITTED THREE DC-10 AND FOUR 707 FLIGHTS. 

PANAM ESTIMATES THAT THIS AGREEMENT WILL ELIMINATE 745 EXCESS 
SEATS PER WEEK AND RAISE THEIR LOAD FACTOR FROM ITS CURRENTLY 
ESTIMATED 35 PERCENT. COPIES OF AGREEMENT BEING POUCHED TO 
EB/TT/OA AND TO EMBASSY. 

2. THE AGREEMENT DIFFERENTIATES AMONG 3 TIME PERIODS: JUL 1 - 
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THE AGREEMENT TERMINATES. 

3. LOCAL PANAM REP STATES IT IS NOT LIKELY THAT BREAKING THIS 
AGREEMENT WILL BE USED AS A THREAT IN NEGOTIATING THE USE OF 
CONGONHAS FOR PANAM. 

4. THE AGREEMENT WILL PROBABLY BE APPROVED BY THE D.A.C. AS A 
MATTER OF COURSE SINCE VARIG HAS KEPT THE D.A.C. FULLY INFORMED 
OF THE NEGOTIATIONS. 
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